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U.S. Agricultural Biotechnology in Global Markets: 

An Introduction 



Summary 

U.S. farmers have been rapidly adopting genetically engineered (GE) crops — 
mainly corn, soybean, and cotton varieties — to lower production costs and improve 
management. However, the U.S. agricultural economy is highly dependent upon 
exports, at a time when many foreign consumers are wary of the products of 
agricultural biotechnology. As a result, U.S. exporters often have encountered 
barriers to trade in these markets. 

Among the most controversial barriers is in the European Union (EU). The EU, 
the fourth-largest foreign market for U.S. agricultural products, since 1998 has 
maintained a de facto moratorium on approvals of new GE crop varieties. In May 
2003, the United States launched a formal challenge of the EU policy, contending 
that it both violates international trade agreements and causes unwarranted concerns 
about the safety of agricultural biotechnology throughout the world. 

The EU and other important U.S. trading partners around the world have 
adopted widely divergent approaches to regulating biotechnology. The wide range 
of approaches to GE product regulation is in part due to the fact that an international 
consensus on how to regulate agricultural biotechnology is still evolving. U.S. 
officials say they are active globally to ensure that national and international 
standards for genetically modified organisms (GMOs) are consistent, transparent, 
based on scientific principles, and compliant with international trade rules (e.g., those 
administered through the World Trade Organization). For example, they have been 
working to ensure that the so-called Cartagena Biosafety Protocol, a multilateral 
agreement on the safe handling, transfer, and transboundary movement of living 
modified organisms, does not present new obstacles to U.S. exports of such products. 

Another issue involves recent difficulties in moving U.S. food aid to certain 
African countries due to what U.S. officials said were unwarranted, EU-provoked 
concerns that such aid’s possible GE content could pose safety problems for 
recipients. Debate also revolves around the potential benefits and problems of 
introducing GE crops to developing countries. 

Congress continues to follow these issues closely. For example, a number of 
leading lawmakers pressed hard for the Administration to aggressively challenge the 
EU moratorium. Following the Administration’s decision to do so, the Senate and 
House passed resolutions (S.Res. 154; H.Res. 252) in support of the action. Several 
House hearings have been held to review barriers to the adoption of, and trade in, GE 
agricultural products; and to review challenges and opportunities for plant 
biotechnology development in Africa. Additional hearings are possible. Whether the 
108 th Congress will consider other legislation affecting agricultural biotechnology 
was uncertain in June 2003. This report will be updated if events warrant. 
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U.S. Agricultural Biotechnology 
in Global Markets: An Introduction 

Overview 

U.S. farmers are widely adopting biotechnology, growing genetically engineered 
(GE) crops — mainly corn, soybean, and cotton varieties — to lower production 
costs and reduce labor requirements. 1 In 2002, 66% of an estimated 145 million 
acres planted to GE crops worldwide were in the United States, according to the 
International Service for the Acquisition of Agri-biotech Applications (IS AAA). 2 

U.S. crops where GE varieties are common are highly dependent upon export 
markets. According to USDA, approximately 40% of all U.S. soybeans, 20% of all 
com, and 45% of all upland cotton production is exported. These crops and their 
major products accounted for more than a fourth ($13.3 billion) of the total annual 
average annual value of $52.6 billion for all U.S. agricultural exports during calendar 
years (CY) 2000 to 2002. Not all of these soy, corn, and cotton exports were GE 
varieties, but the U.S. marketing and regulatory systems do not distinguish between 
(approved) GE and non-GE varieties. Commingling bulk commodity shipments 
provides an important cost competitive advantage for U.S. handlers in domestic and 
world markets, according to industry analysts. 

These analysts observe that U.S . adoption of agricultural biotechnology has been 
facilitated by the current U.S. regulatory system. The basic federal guidance for 
regulating biotechnology products is the Coordinated Framework for Regulation of 
Biotechnology (51 Fed. Reg. 23302) published in 1986 by the White House Office 
of Science and Technology Policy (OSTP). One of its key principles is that 
genetically engineered products should continue to be regulated according to their 
characteristics and unique features — not according to their method of production. 
Thus, if a food product produced through biotechnology is determined to be 
substantially equivalent to one produced by more conventional means, that food is 
subject to no additional (or no different) regulatory processes. Once approved, food 
products do not have to be labeled as to whether or not they contain any genetically 
modified organisms (GMOs), except to the extent a GE food is substantially different 



'For data and details on U.S. plantings of GE crops, see CRS Report RS21381 .Adoption of 
Genetically Modified Agricultural Products. 

2 IS AAA, Global Status of Commercialized Transgenic Crops: 2002. IS AAA is a private 
organization that promotes agricultural biotechnology. Argentina grew 22% of world 
acreage, following by Canada and China at 6% and 4%, respectively. Twelve other 
countries also grew some GE crops on a limited number of acres, IS AAA reported. Although 
no GE crops are approved for commercial use in Brazil, an estimated 20-30% of its 40-42 
million acres of soybeans were believed to be GE varieties in 2002, according to various 
USDA and private analysts. 
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(e.g., contains an allergen or has a changed nutritional content). However, marketers 
are free to make such claims, one way or the other, so long as the labeling is truthful. 
The framework maintains that new biotechnology products are regulated under 
existing federal statutory authorities, all of which were conceived and enacted before 
the advent of commercial agricultural biotechnology. 3 

The problem for U.S. agriculture is that many countries remain wary of 
agricultural biotechnology, including those in the European Union (EU), where 
consumer and environmental organizations have been vocal in expressing concerns 
about the safety of GE crops and animals. The EU and other important U.S. trading 
partners have adopted widely divergent approaches to regulating biotechnology. As 
a result, U.S. exporters are encountering barriers to their products in these markets. 

For example, since 1998, the EU, the fourth largest foreign market for U.S. 
agricultural products, has maintained a de facto moratorium on approvals of new GE 
crop varieties. In May 2003, the United States, Canada, and Argentina began a 
formal challenge of the EU policy in the World Trade Organization (WTO), 
contending that it violates international trade agreements and also has fueled 
unwarranted concerns about the safety of agricultural biotechnology throughout the 
world (see page 7). The EU counters that it must protect its consumers by exercising 
the so-called precautionary approach, which says that if scientific evidence is 
insufficient or inconclusive regarding a practice’s or product’s potential dangers to 
human or environmental health, it should be more vigorously regulated or even 
prohibited if there are reasonable grounds for concern, thus providing a safeguard 
against future unforeseen problems. Under this approach — which is also being 
emulated somewhat in other important U.S. markets such as Japan and South Korea, 
for example — the products of biotechnology are deemed to be inherently different 
than their conventional counterparts. 

Even some countries that grow GE crops are imposing their own approval and 
labeling regulations for GMOs. For example, China is planting its own GE cotton 
and other crops, but has imposed a temporary GMO import regime while it develops 
permanent new rules for approval and labeling of GMO farm products. This has 
created uncertainty about continuing access to this important U.S. export market. 

Some U.S. producers, who otherwise generally have supported biotechnology, 
have expressed trepidation about expansion to more GE varieties due to such foreign 
market uncertainties. Their concerns have been evident as biotechnology companies 
work toward government approvals of GE wheat. Although some growers are eager 
to plant the new varieties when they become available, others do not want 
commercialization approvals until there is wider global acceptance. 4 Wheat growers, 
too, depend heavily on exports; USDA reports that 56% of production is exported. 



3 For details see: CRS Report RL30198, Food Biotechnology in the United States: Science, 
Regulation, and Issues. 

4 GAO; Pew Initiative on Food and Biotechnology. USDA May Set Strict Rules for Biotech 
Wheat , March 17, 2003. Also, “USDA Seeks to Avoid Disruption in Wheat Exports After 
First GMO Approval,” Inside U.S. Trade, March 21, 2003. 
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The average annual value of U.S. wheat exports was $3.6 billion (7% of all 
agricultural exports) in CY2000-2002. 



International Oversight of 
Agricultural Biotechnology 

National Regulation 5 

Around the world, countries have taken widely divergent approaches to 
regulating the products of agricultural biotechnology. Critics have noted that many, 
particularly in the developing world, have adopted no coherent policy at all. 6 Among 
those that do, each has its own system. Although multilateral attempts to harmonize 
GMO regulation have been under way for several years, internationally recognized 
standards still are evolving. 

The disparity of national regulatory responses has been characterized as a 
“renationalization” of agri-food safety regulation, and “a sharp break from the 
international food safety system that evolved over the past 100 years, where 
importers tended to accept the food and environmental safety judgments of regulators 
from those countries developing and exporting the products.” 7 Others argue that 
scientific knowledge about biotechnology’ s effects on food and environmental safety 
is still incomplete. In the meantime, they argue, countries have a right and obligation 
to take the “precautionary approach” to regulation. Various countries’ national 
biotechnology regulation is occurring within two broad categories: 

Approval to commercialize new products of agricultural biotechnology . The 
United States, Canada, Japan, Mexico, Argentina, and South Africa are among the 
countries where developers seeking approvals of new GE products have found a 
relatively flexible regulatory environment. To this list might be added India and 
China, where considerable research has been conducted on agricultural biotechnology 
and domestic approvals appear to be increasing, but where, nonetheless, imports of 
GE crops may face obstacles. 8 In Australia, the EU, and New Zealand, approvals 



5 Sources for this section include: International Food Policy Research Institute (IFPRI). 
Policy, National Regulation, and International Standards for GM Foods, by Peter W. B. 
Phillips, professor of agricultural economics, University of Saskatchewan, January 2003 
(hereinafter cited as IFPR [/Phillips/; World Health Organization, Twenty Questions on 
Genetically Modified (GM) Foods, 2002; and General Accounting Office (GAO), 
International Trade: Concerns Over Biotechnology Challenge U.S. Agricultural Exports 
(GAO-Ol-727), June 2001. 

6 See for example the testimony of John Kilama, President, Global Bioscience Development 
Institute, before the House Committee on Agriculture, March 26, 2003. 

TFPRI/Phillips. 

8 Reports by USDA’ s Foreign Agricultural Service (FAS) and by other trade officials suggest 
that India’ s seeming reluctance to accept imports of GE soybean oil, and China’ s imposition 
of additional testing requirements for imported GE crop varieties, may have more to do with 

(continued...) 




